SB 178-1— Filed 02/20/2003, 14:35

COMMITTEE REPORT

MR. PRESIDENT:

Adopted 2/24/2003

TheSenate Committee on I nsuranceand Financial | nstitutions, to which wasr eferred Senate Bill No.
178, has had the same under consideration and begsleaveto report the sameback to the Senatewith the
recommendation that said bill be AMENDED asfollows:
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Page 1, delete lines 4 through 17 and begin a new paragraph and
insert:

"Chapter 21. Use of Credit Information

Sec. 1. Asused in this chapter, " adver se action” means:

(1) adenial or cancellation of;
(2) anincreasein achargefor; or
(3) areduction or other adver se or unfavor able changein the
terms of coverage or amount of;
insurance in connection with the underwriting of a personal
insurance policy.

Sec. 2. Asusedinthischapter, " affiliate" meansacompany that
controls,iscontrolled by, or isunder common control with another
company.

Sec. 3. Asused in thischapter, " applicant” meansan individual
who has applied with an insurer for coverage under a personal
insurance policy.

Sec. 4. As used in this chapter, " commissioner" refersto the
insurance commissioner appointed under 1C 27-1-1-2.

Sec. 5. Asused in this chapter, " consumer” means an:

(1) insured whose:
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(A) credit information isused; or

(B) insurance scoreis calculated,;
in theunderwriting or rating of a personal insurance policy;
or
(2) applicant for a personal insurance palicy.

Sec. 6. As used in this chapter, " consumer reporting agency"
means a person that, for a monetary fee or dues or on a
cooper ative nonprofit basis, regularly engages in the practice of
assembling or evaluating consumer credit information or other
information concerning consumer s for the purpose of furnishing
consumer reportsto third parties.

Sec. 7. As used in this chapter, " credit information" means
credit related infor mation:

(1) derived from a credit report;

(2) found on a credit report; or

(3) provided on an applicationfor aper sonal insurancepolicy.
The term does not include information that is not credit related,
regardless of whether the information is contained in a credit
report or in an application or is used to calculate an insurance
score.

Sec. 8. Asused inthischapter, " credit report” meansawritten,
an oral, or another communication of infor mation by a consumer
reporting agency concer ningaconsumer'screditwor thiness, cr edit
standing, or credit capacity that is used or expected to be used or
collected as a factor to determine personal insurance policy
premiums, eligibility for coverage, or tier placement.

Sec. 9. As used in this chapter, " department” refers to the
department of insurance created by IC 27-1-1-1.

Sec. 10. Asused in this chapter, " insurance producer” hasthe
meaning set forth in IC 27-1-15.6-2(7).

Sec. 11. As used in this chapter, "insurance score” means a
number or rating that is derived from an algorithm, computer
application, model, or other process that is based on credit
information for the pur poseof predictingthefutureinsuranceloss
exposur e of an individual consumer.

Sec. 12. Asused in thischapter, "insured" meansan individual
entitled to cover age under a personal insurance policy.

Sec. 13. Asused in thischapter, "insurer" refersto an insurer
(asdefined in I C 27-1-2-3) that issues a per sonal insurance policy.

Sec. 14. As used in this chapter, " personal insurance policy”
means a policy that:

(1) provides one (1) or more of the kinds of insurance

2003



© 00 N O U A WNBP

-b-b-bwwwwwgwwwWNNNNNNNNNNI—‘I—‘I—‘HI—‘I—‘I—‘HI—‘I—‘
N P O © 00 N O O W NP OO0 ~NO OB WDNPEP O OOWNO OGN WDNDPEPO

AM 017802/DI 105+

3

described in Class2 or Class 3 of IC 27-1-5-1; and
(2) isunderwritten onanindividual basisfor personal, family,
or household use.
Sec. 15. This chapter does not apply to commercial insurance.
Sec. 16. An insurer that uses credit information to underwrite
or raterisksshall not do the following:
(1) Use an insurance score that is calculated using income,
gender, address, ZIP code, ethnic group, religion, marital
status, or nationality of the consumer asa factor.
(2) Deny, cancel, or decline to renew a personal insurance
policy solely on the basis of credit infor mation.
(3) Base an insured's renewal rate for a personal insurance
policy solely on credit information.
(4) Take an adver seaction against a consumer solely because
the consumer does not have a credit card account.
(5) Consider an absence of credit information or an inability
to calculate an insurance score in underwriting or rating a
personal insurance policy, unless theinsurer does one (1) of
thefollowing:
(A) Presents to the commissioner information that the
absence or inability relatesto therisk for theinsurer and
treats the consumer in a way approved by the
commissioner.
(B) Treats the consumer as if the consumer had neutral
credit information, as defined by theinsurer.
(6) Takean adver seaction against aconsumer based on cr edit
information unlesstheinsurer obtains and uses:
(A) acredit report issued; or
(B) an insurance scor e calculated;
not more than ninety (90) days befor e the date the per sonal
insurance policy isfirst written or therenewal isissued.
(7) Usecredit information unlesstheinsurer recalculatesthe
insurance score or obtains an updated credit report at least
every thirty-six (36) months. However, the following apply:
(A) At annual renewal, upon the request of an insured or
the insured's agent, the insurer shall re-underwrite and
re-rate the personal insurance policy based on a current
credit report or insurance score unless one (1) of the
following applies:
(i) Theinsurer'streatment of the consumer isotherwise
approved by the commissioner.
(if) Theinsured isin themost favorably priced tier of the
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insurer, within a group of affiliated insurers.
(iii) Credit infor mation wasnot used for underwritingor
rating the insured when the personal insurance policy
wasinitially written.
(iv) The insurer reevaluates the insured at least every
thirty-six (36) months after a personal insurance policy
isissued based on underwriting or rating factors other
than credit information.
This clause does not require an insurer to recalculate an
insurance score or obtain an updated credit report of a
consumer more frequently than one (1) timein a twelve
(12) month period.
(B) Aninsurer may obtain current credit information upon
the renewal of a personal insurance policy when renewal
occurs mor e frequently than every thirty-six (36) months
if consistent with theinsurer'sunderwriting guidelines.
(8) Use the following as a negative factor in an insurance
scoring methodology or in reviewing credit information for
the purpose of underwriting or rating a personal insurance
policy:
(A) A credit inquiry coded by the consumer reporting
agency:
(i) not initiated by the consumer; or
(ii) requested by the consumer for the consumer's own
credit information.
(B) A credit inquiry coded by the consumer reporting
agency relating to insurance cover age on the consumer's
credit report.
(C) A collection account with amedical industry codethat
is coded by the consumer reporting agency on the
consumer's credit report.
(D) Multiple lender inquiries:
(i) coded by the consumer reporting agency on the
consumer's credit report as being from the home
mortgage industry; and
(if) made within thirty (30) days of one another.
(E) Multiplelender inquiries:
(i) coded by the consumer reporting agency on the
consumer's credit report as being from the automobile
lending industry; and
(ii) made within thirty (30) days of one ancther.
Sec. 17. (a) If:
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1 (1) a determination is made through the dispute resolution
2 process set forth in thefederal Fair Credit Reporting Act, 15
3 U.S.C. 168li(a)(5), that the credit information of a current
4 insured wasincorrect or incomplete; and
5 (2) theinsurer receives notice of the determination from the
6 consumer reporting agency or theinsured,;
7 theinsurer shall re-underwrite and re-rate the insured not more
8 than thirty (30) days after receiving the notice.
9 (b) After an insurer re-underwrites or re-rates an insured as
10 described in subsection (a), theinsurer shall:
11 (1) makenecessary adjustments, consistent with theinsurer's
12 underwriting and rating guidelines; and
13 (2) if theinsurer determinesthat theinsured has overpaid a
14 premium, refund to the insured the amount of over payment
15 calculated back to the shorter of the:
16 (A) immediately preceding twelve (12) month period of
17 coverage; or
18 (B) actual policy period.
19 Sec.18.(a) If aninsurer usescreditinformationin underwriting
20 or rating a consumer, the insurer or the insurer's agent shall
21 disclose, either ontheinsuranceapplication or when theinsurance
22 applicationistaken, that theinsurer may obtain credit infor mation
23 in connection with the application. The disclosure must be:
24 (2) written; or
25 (2) provided to the consumer in the same medium as the
26 application for insurance.
27 Theinsurer isnot required to provideadisclosur e statement to an
28 insured under this section with respect to a renewal policy if the
29 insur ed haspreviously been provided adisclosur e statement under
30 this section with respect to the policy being renewed.
31 (b) Use of thefollowing sampledisclosur e statement constitutes
32 compliancewith thissection: " In connection with thisapplication
33 for insurance, we may review your credit report or obtain or use
34 acredit based insurance scor e based on theinfor mation contained
35 in that credit report. Wemay useathird party in connection with
36 the development of your insurance score." .
37 Sec. 19. (a) If an insurer takesan adver seaction based on cr edit
38 information, theinsurer shall:
39 (1) providenoticeto the consumer that an adver seaction has
40 been taken, in accordance with the requirements of the
41 federal Fair Credit Reporting Act, 15 U.S.C. 1681m(a); and
42 (2) provide noticeto the consumer explaining the reason for
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1 the adver se action.
2 (b) The reason provided under subsection (a)(2) must be
3 provided in sufficiently clear and specific language so that an
4 individual can identify the basisfor theinsurer's decision to take
5 an adverse action. The notice must include a description of all
6 factors, uptoamaximum of four (4) factors, that weretheprimary
7 influencesof the adver seaction. The use of generalized termssuch
8 as" poor credit history", " poor credit rating”, or " poor insurance
9 score” does not meet requirements of this subsection. A
10 standar dized credit explanation provided by aconsumer reporting
11 agency or other third party vendor meetstherequirementsof this
12 section.
13 Sec. 20. (@) An insurer that uses an insurance score to
14 underwriteand raterisksshall filetheinsurer's scoring modelsor
15 other scoring processes with the department.
16 (b) A third party may filea scoring model or scoring processon
17 behalf of an insurer.
18 (c) A filing that includes insurance scoring may include loss
19 experiencejustifying the use of credit information.
20 (d) A filing related to credit information is a trade secret (as
21 defined in | C 24-2-3-2) and is confidential.
22 Sec. 21. (a) An insurer shall defend, indemnify, and hold an
23 insurance producer harmlessfrom and against liability, fees, and
24 costsarisingout of or related totheactions, errors, or omissionsof
25 the insurance producer relating to a use of credit information, if
26 the insurance producer:
27 (1) obtainsor usescredit information or insurance scoresfor
28 theinsurer;
29 (2) followstheinstructionsof or proceduresestablished by the
30 insurer; and
31 (3) complieswith applicable laws and regulations.
32 (b) This section does not provide a consumer with a cause of
33 action that does not exist in the absence of this section.
34 Sec. 22. (a) A consumer reporting agency may not provide or
35 sell dataor liststhat includeinfor mation submitted in conjunction
36 with:
37 (1) an insurance inquiry about a consumer's credit
38 information; or
39 (2) arequest for acredit report or insurance score;
40 including the expiration dates of an insurance policy or other
41 information that may identify periods during which a consumer's
42 insurance expires and theterms and conditions of the consumer's
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insurance cover age.

(b) Therestrictionsunder subsection (a) do not apply to data or
listsa consumer reporting agency suppliesto an:

(1) insurance producer from whom the information was
received;

(2) insurer on behalf of which the insurance producer
described in subdivision (1) acted; or

(3) affiliate or holding company of the insurer described in
subdivision (2).

(c) This section does not prohibit an insurer from obtaining a
claim history report or amotor vehicle report.

Sec. 23. A violation of thischapter by aninsurer isan unfair and
deceptive act and practice in the business of insurance under
IC 27-4-1-4.".

Delete pages 2 through 3.

Page 4, delete lines 1 through 16.

Page 4, line 38, strike "his" and insert "the policyholder's".

Page 5, line 6, strike "his" and insert "the person's".

Page 8, line 7, strike "its or his" and insert "the lender's".

Page 10, line 14, delete "discrimination in™ and insert "use of cr edit
information.".

Page 10, delete line 15.

Page 10, after line 15, begin a new paragraph and insert:

"SECTION 3. [EFFECTIVE JULY 1, 2003] Notwithstanding
IC 27-2-21, asadded by thisact, | C 27-2-21, as added by this act,
appliesto a personal insurance:

(1) policy application that is submitted; or
(2) policy that isissued, delivered, amended, or renewed:
after December 31, 2003.".
(Referenceisto SB 178 as introduced.)

2003



and when so amended that said bill do pass.

Committee Vote: Yeas 5, Nays 2.

Senator Paul, Chair person
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